Abstract: This paper uses the first two waves of the Health and Retirement Survey to examine the economic well-being of individuals who first received social security benefits at age 62 in 1993. We analyze wealth and income measures both before and after the receipt of social security benefits. We compare the average economic well-being of those who took early benefits with those who do not and find that the averages are quite similar. However, there is great diversity within the groups. When we subdivide by health as well as by receipt of employer pension benefits we find that poor health is more closely related to economic well-being than early benefit receipt by persons age 62. Healthy postponers have the greatest economic well-being measured by either income or wealth. They are followed by healthy takers and then nonhealthy postponers. While nonhealthy takers are the worst off, they make up a very small share of the population that takes social security benefits at age 62. This suggests policies to increase the earliest social security retirement age are not likely to lead to dramatic increases in poverty at older ages.
Introduction
While current Social Security taxes exceed program expenditures, the retirement of the baby boom generation in the next century is projected to reverse this by the year 2013 and to completely exhaust the Social Security trust funds by 2030. This looming fiscal crisis has already resulted in 1 calls for major revisions in Social Security tax and benefit rules.
Proposals to bring the Social Security system into long-term balance require either raising revenues-increases in the Social Security tax rate or in the maximum taxable Social Security covered earnings amount-or reducing expenditures-reductions in yearly Social Security benefits or increases in the Social Security retirement age. The last crisis with respect to the solvency of the 2 Social Security trust fund led in 1983 to a series of Social Security reforms. These reforms raised Social Security taxes and put in place a slow increase in the normal retirement age for normal Social Security benefits from age 65 to age 67 that will begin in 2003 and be fully phased in by 2026. However, no increases in the earliest age for Social Security retirement benefits were made at that time. Unlike the last round of changes, during which raising the early retirement age was never seriously considered, proposals to raise the early retirement age from age 62 to age 65 are now a major part of various alternative packages to put the Social Security System into long-term balance (see, for example, Mitchell and Quinn 1995) .
There are strong arguments for raising the age of earliest eligibility for Social Security retirement benefits. The life expectancy of the average American has improved substantially since the inception of Social Security, as has health at any given age. Hence, it is argued that Americans 3 could work longer to pay for their longer and healthier retirement years. Prior to 1961 (the year men first became eligible to receive Social Security benefits at age 62), the labor force participation rates of men just above and just below age 62 were similar. As can be seen in Table 1 the labor force participant rate of men age 61 was 79.4 percent in 1960. For men age 63 it was 75.7 percent in 1960. By 1986 these rates were 66.2 and 44.3 percent respectively with the greatest drop for men age 63 coming in the 1970s. Since about the mid-1980s the labor force participation rates of men these ages have been approximately constant. While many factors besides changes in the Social Security retirement age are responsible for the dramatic drop in the labor force participation rate of men aged 62 to 70 over the past three decades, these major decreases are more consistent with economic factors such as increased wealth and richer employer and Social Security pension plans than with worsening health. (See Quinn, Burkhauser, and Myers 1990 for a review of the literature on the influence of health and economic variables on retirement.) Based on these premises, it is argued that raising the earliest age of eligibility for Social Security retirement benefits might be the least burdensome way of closing the projected Social Security deficit. But it is always good advice to "beware of the mean" in evaluating the economic well-being of older Americans. Hence, it could be argued that while average health, economic 4 wealth, and employer pension eligibility are rising, a significant number of people who first take Social Security benefits at age 62 are in poor health, have little economic wealth, no employer pension, and have not recently worked. Furthermore, it could be argued that it is this vulnerable group of older persons who would be most adversely affected by increasing the earliest age of eligibility for Social Security benefits.
-2-This paper uses wave 1 and the early release version of wave 2 of the Health and Retirement Survey (HRS) to focus on men and women age 62 in 1993. We take advantage of the longitudinal nature of the income and wealth data to measure economic well-being and changes in that well-being between age 60 and age 62, when people are first able to take early Social Security benefits. We compare those who take Social Security retirement or spouse benefits at age 62 with those who do not and find that the economic well-being of these two groups at age 60 is much closer than is implied by simply looking at their income at age 62. But we also find that there is great diversity within the two populations. When we look across health, employer pension acceptance, and Social Security acceptance status, we find health is a better gauge of economic well-being than early Social Security acceptance at age 62. Furthermore, we find that the great majority of men who take Social Security retirement benefits at age 62 enjoy good health. In addition, more than 2 of every 3 men who take early benefits are receiving employer pension benefits as well. Less than 10 percent of the men who take Social Security benefits at age 62 are both in poor health and dependent on Social Security as their only source of pension income. Our results are similar for female early Social Security takers.
Multi-Period Characteristics of Early Takers and Postponers of Social Security
The Health and Retirement Survey began in 1992 with a random sample of respondents aged 51 to 61 and their families. A re-interview of these respondents was fielded in 1994 and a new wave of interviews will occur every two years for the next decade. While there were 12,652 respondents and spouses in the first wave, we will only be able to make use of a small portion of the sample since we want to capture the transition onto the Social Security retirement rolls at age 62. This requires us to focus solely on the population age 61 at the time of the first wave of interviews in 1992 who were eligible to receive Social Security benefits in 1993, the income year in the 1994 (wave 2) HRS data. Hence, we were restricted to following people who were age 62 in 1993. Over time, as more 5 respondents turn age 62, the number of individuals in the HRS who face the decision of whether or not to take Social Security benefits at age 62 will grow. As Table 2 shows, we are currently able to capture 574 men and women who were age 61 in 1992 and therefore eligible to receive Social Security benefits at age 62 in 1993. We exclude from our sample anyone who either received Social 6 Security benefits prior to age 62 or failed to report the value of their employer pensions.
7
Column 1 of Table 2 shows that the employment status of the 263 age-eligible men in our sample who were age 61 in 1992-72 percent-approximates the male labor force participation rate at age 61 shown in Table 1 for the year 1992. By age 63 in 1994 their labor force participation had 8 fallen to 52 percent.
As columns 2 and 3 of Table 2 show, 27 percent of social security takers and 65 percent of social security postponers were employed in 1994. Surprisingly, the differences in employment between male takers and postponers in 1994 does not appear to be driven by differences in the prevalence of health limitations in the two populations. Using as our measure of poor health whether a person has a limitation in the type or amount of work they can perform, we show that men who took Social Security retirement benefits in 1993 at age 62 report work limitations at age 61 at a rate -3-similar to men who did not take benefits in 1993 (19 percent versus 15 percent). In 1994, these proportions are roughly equivalent across the two groups (21 percent versus 20 percent), although the prevalence of health limitations increased two years later for both groups of men. While this should not be taken as evidence that health is unimportant in the decision to take early Social Security benefits, it does call into question popular conceptions of early beneficiaries as having a markedly higher prevalence of health problems relative to those who postpone acceptance.
Although, on average, men who take Social Security benefits at age 62 are similar to men who do not, they differ in some important dimensions. For example, the median social security taker has a somewhat lower household income at age 60 than the median postponer. By the second wave of the HRS, this difference in median household income is much greater-$4,890 in 1991 versus $13,832 in 1993 (the difference between columns 2 and 3 in Table 2 ). Reductions in labor income in the households of those who elect to receive Social Security at age 62 is the primary cause.
Median income is not necessarily the best measure of economic well-being, especially at ages near retirement. This is because those who could have worked but chose to retire are willing to live with less labor income to get more leisure time. Hence, simple comparisons of income at age 62 are likely to overstate the gap in economic well-being between those who take early benefits and those who do not. A better measure is net worth. When we use this measure, takers have slightly greater median net worth than postponers at age 60. This order is reversed by 1993, because the median 9 change in net worth of takers is negative (-$1,000) while the median change in net worth of postponers is positive ($6,300).
One source of wealth not included in our net worth measure is the asset value of an employer pension. In 1991, at age 60, 32 percent of future male takers were already receiving benefits from an employer pension and at least 37 percent of their households had some employer pension income. By 1993, when they took early Social Security benefits, 63 percent were receiving such benefits. Postponers were much less likely to have begun to receive employer pension income either at age 60-13 percent-or at age 62-17 percent.
Medians, however, can hide differences in the tails of the distribution. While the median early taker may be approximately as well off as the median postponer, greater poverty rates for early takers are still possible. We find that while the poverty rates of takers and postponers are approximately the same at age 60 in 1991, poverty rates of both groups increase in 1993 and the poverty rate of takers is higher-12 percent versus 9 percent-than postponers at age 62.
In the years prior to acceptance men who take early Social Security retirement benefits are very similar to men who do not, in terms of health, income, and wealth, even though they are more likely to be receiving an employer pension and to be out of work. This preliminary evidence suggests that on average the pull of benefits may be at least as important for men as the push of poor health in their decision to take Social Security retirement benefits at age 62.
-4-In the last three columns of Table 2 we look at the experience of women age 62 in 1993. We have disaggregated our sample by gender because men and women age 62 in 1993 are likely to have very different earning histories. The great majority of men and women age 62 in 1993 are married, and men of this generation are much more likely to have been the primary market earner in a married household. Hence, the transition of men onto the Social Security retirement rolls is likely to have a greater impact on household economic well-being than the transition of women onto the rolls. As can be seen in columns 5 and 6, this is the case. On average, female takers are less likely to be employed than postponers at either age 61 or age 63. Like men, the median household income of female takers is less than the median household income of female postponers, especially at age 62. But unlike men, the median household net worth of female takers is substantially greater than the median household net worth of female postponers at age 60 and continues to be so at age 62. In addition, female takers are less likely to be in poverty at age 62 than female postponers. While female takers and postponers are far less likely to have their own employer pension then men, nearly one-half of the households of females age 62 who take Social Security benefits do have other employer pension income, while only about 3 in 10 female postponers have such household pension income. These stylized facts suggest that if there is a difference in economic well-being between 10 female takers and postponers, female takers on average have greater economic well-being than female postponers.
Because the transition patterns of men and women are different, in our remaining tables we will continue to disaggregate by gender. But we will also subdivide our sample by two other important variables-health and employer pension benefit status. Because we are working with a relatively small sample to begin with, some of our subpopulations will have very small sample sizes and the results should be considered with caution.
The first group we define as healthy dual pensioners-those who take Social Security benefits at age 62, who also receive an employer pension, and who at age 63 do not report a health problem that limits the type or amount of work they can perform. The second and much smaller group is nonhealthy dual pensioners. The third group is healthy single pensioners-those healthy Social Security recipients at age 62 who do not receive an employer pension benefit. The fourth group is nonhealthy single pensioners. The fifth and sixth groups are drawn from those who are age-eligible but do not take Social Security retirement or spouse benefits at age 62-we refer to these individuals as postponers. Healthy postponers are those who do not report a health limit at age 63. Nonhealthy postponers are those who do report a health limit at age 63. Table 3 , which looks at the men in our sample, shows that the lowest rates of employment in 1991, the year prior to age-eligibility for Social Security, appear more related to health status than taker or postponer status. While 91 percent of healthy postponers were employed at age 61, only 49 percent of nonhealthy postponers were employed. Similarly, among social security takers, the employment rate of nonhealthy dual pensioners is less than for other takers.
Poor health also appears to be more closely associated to lower median household income and higher poverty rates at age 60 than is taker or postponer status. This can be seen most clearly -5-through examination of healthy and nonhealthy dual pensioners or postponers. There is a much greater difference in household income between healthy and nonhealthy groups, regardless of whether or not they took Social Security benefits at age 62, than there is between takers and postponers who are healthy or who are in poor health. Health differences also appear to be more closely associated with poverty differences than differences in taker-postponer status.
Net worth is the only exception to the general pattern of the dominance of poor health at age 63 as a correlate of poor economic well-being at age 60. While the median healthy pensioner (single or dual) and the median healthy postponer had more net worth than the median nonhealthy postponer, the median nonhealthy dual pensioner had the greatest amount of net worth of all the groups at age 60. However, between 1991 and 1993 the median loss in net worth of nonhealthy dual postponers was $22,025 and, hence, by 1993 the median net worth of nonhealthy dual pensioners was below all three healthy groups in 1993.
By 1993 employment dropped for all groups, particularly the unhealthy, but their relative group income positions remained virtually the same as in 1991. The very small sample sizes of the nonhealthy groups make any of the values reported in Table 3 preliminary, but the general trends are consistent. The economic disparities between the healthy and nonhealthy are not related solely to the receipt or nonreceipt of Social Security at age 62. Much of the observed differences existed prior to the receipt of Social Security. The social goal of preventing poverty in retirement is an important one. Fortunately, the vast majority of new early beneficiaries are not poor. Poverty however, does exist among both takers and postponers. What is somewhat surprising about our findings is that poverty also appears to be as closely associated with health as with whether or not one takes early Social Security benefits.
In Table 4 we report our analysis for women. The findings are very similar with respect to the importance of health. Even though a woman age 60 in 1991 is not likely to be the dominant earner in a married couple, her health at age 63 is more closely associated with the household's income, wealth, and poverty status both at age 60 and at age 62 than is the fact that she takes or postpones Social Security benefits at age 62.
In Table 5 we once again compare takers and postponers and the six subgroups that make up these two populations of men age 62 in 1993. We show the relative size of each group in the population, the share of overall resources they command, and their share of overall poverty. We then use the ratio of the group's share of our measure of economic well-being to the group's share of the total population as a measure of the group's relative share of total resources. We find that 34.6 percent of men age 62 in 1993 took Social Security benefits. Regardless of our measure of economic well-being, takers control a less than proportional share of overall resources. But the differences in economic well-being between takers and postponers are sensitive to the measure of economic well-being chosen.
In cross-sectional analysis it is common to compare the income of takers and postponers as a measure of their relative economic well-being. When we look at income in 1993, takers control -6-only 24.3 percent of total income, clearly less than proportional to their share of the total population-.70. In contrast, postponers controlled 75.7 percent of all 1993 income or 1.16 more income than their population share. But as we have discussed above, part of this difference is caused by a voluntary reduction in work on the part of takers who could have continued to work. Since the value of added leisure is not captured in this income measure of economic well-being, its use will overestimate the difference in economic well-being between takers and postponers. The share of income that takers controlled in 1991 two years prior to acceptance of Social Security benefits is 27.9 percent. While this is still below their share of the population-.81-it is likely to be a more accurate aggregate measure of their economic well-being relative to postponers. Net worth in 1991 and 1993 are alternative measures of economic well-being. The ratio of net worth to population in both years is greater than the 1993 ratio of income to population for takers.
Because we are also interested in the bottom tail of the distribution we look at the share of poverty of takers, and once again they appear to be worse off than postponers. They suffer a greater than proportional share of poverty-1.22-in 1993. For the same reasons as discussed above, this ratio exaggerates the difference in economic well-being between takers and postponers. When we look at the poverty share of takers in 1991 it is closer to proportional-1.16.
While takers on average are worse off than postponers, we once again find great heterogeneity within these two groups, especially with respect to health status. Healthy male postponers, who make up just over one-half of the total population, have a greater than proportional share of income and net worth in both 1991 and 1993. But healthy dual pension takers are the next best off group. Healthy single pension takers and nonhealthy postponers are next best, depending on the measure used. The small sample size of nonhealthy groups, especially nonhealthy takers, makes the ordering preliminary, but in general it is health rather than taker-postponer status that appears to be most important. This pattern is also seen, in general, with respect to the tails of these populations. The prevalence of poverty is amplified for nonhealthy takers and postponers relative to healthy takers and postponers.
In Table 6 we once again look at the relative economic well-being of the women in our six groups. As was the case for men in Table 5 , women age 62 who take Social Security retirement benefits live in households that control less than a proportional share of 1993 income-.82. But with respect to this measure and all other income and wealth measures, the economic well-being of female takers relative to female postponers is more favorable than was the case for men. The ratio of income and net worth in 1991 for female takers is near one, while the ratio of net worth in 1993 is actually greater than 1. That is, the households of female takers control a greater shares of net worth in 1993 relative to their share of the population than do those of female postponers.
The sample size for nonhealthy dual postponers is too small to make even meaningful first approximation, but the dominance of health as a correlate to economic well-being is also found for women. Healthy postponers and healthy takers in general have a greater than proportional share of income and wealth and less than proportional shares of poverty. Nonhealthy takers and postponers -7-have substantially less than proportional income and wealth and greater than proportional shares of poverty.
Conclusion
The labor force participation rate of men aged 62 through 64 declined dramatically following the introduction of early Social Security benefits for men in 1961, although since the mid-1980s labor force participation rates have leveled off. Nonetheless the great majority of men take Social Security benefits before age 65 and over one-third take these benefits at age 62. We have used preliminary data from the Health and Retirement Survey to look at men and women age 62 in 1993 to see if there are differences in the income, health, and wealth between those who take Social Security benefits at age 62 and those who postponed benefit acceptance.
We find that the overwhelming majority of male takers are in good health and more than 6 in 10 are receiving an employer pension in addition to their Social Security benefits. Less than 10 percent of male takers are both in poor health and have Social Security as their only source of pension income. A greater percentage of women age 62 took early benefits (42.1 percent) than men (35.6). The overwhelming majority of such women were healthy, and while they were much less likely to have an employer benefit (16 percent), nearly one-half lived in a household with employer pension income. Only about 2 female takers in 10 are both in poor health and have Social Security as their only personal source of pension income.
The economic well-being of takers, both men and women, is on average lower than the economic well-being of postponers, but because takers work less than postponers and the value of leisure is ignored in income measures of economic well-being, this difference is exaggerated by simple comparisons of income at age 62. When we use income in 1991 or wealth in 1991 or 1993 as a measure of economic well-being the differences between the two groups are much smaller. The same is also true with respect to the prevalence of poverty.
What we show, however, is that relatively small differences between the median person in these two groups mask large difference within the taker and postponer populations with respect to economic well-being. Healthy takers and postponers live in households whose income and wealth are greater than those of nonhealthy takers and postponers. And healthy takers and postponers are less likely to live in poverty than nonhealthy takers or postponers. Hence, while nonhealthy men (less than one in five) and women (about one in four) are a minority of the retirement age population, they are at far greater risk of lower economic well-being and poverty than the healthy majority regardless of whether or not they take early Social Security benefits.
Our results suggest that raising the Social Security retirement age is not likely to dramatically lower the economic well-being of the typical person aged 62, since the majority of men and women aged 62 in 1993 did not take benefits at age 62. But more importantly, the majority of those who do take Social Security benefits at age 62 are neither in poor health nor dependent on Social Security benefits alone for their pension income. Nonetheless a small minority of men and women aged 62 -8-are in poor health and they, on average, live in households with substantially less income and wealth than the healthy majority. When raising the retirement age we should put other policies in place that provide some alternative source of income for this relatively small minority of vulnerable older persons.
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1.
These estimates are based on the intermediate assumption in the Social Security Trustees Annual Report (Social Security and Medical Board of Trustees 1995).
2.
For a detailed discussion of the various alternatives for bringing the Social Security system into long-term balance, see Mitchell and Quinn (1995) .
3.
The evidence of increased life expectancy in the United States is universally accepted. See, for instance, Department of Health and Human Services (1991) for a summary of this evidence and projections of future changes in life expectancy. The evidence with respect to whether longer life is increasingly associated with better rather than worse health is less powerful but tends to support the view that health has also improved. See, for instance, Crimmins, Saito, and Ingegneri (1989) ; Manton, Corder, and Stallard (1993) ; and most recently Manton, Stallard, and Corder (1995) . Quinn (1987) first observed that while average economic well-being of older people has dramatically increased since the 1960s, pockets of poverty persist. See Holtz-Eakin and Smeeding (1993) for a recent analysis of the economic well-being of older persons.
4.

5.
As is true of most economic datasets-Current Population Survey, Panel Study of Income Dynamics, etc.-while most information is based on conditions at the time of the survey, information on income and wealth is based on the previous year. Hence, in the HRS, wave 1 contains employment and health characteristics for 1992 but income and wealth information for 1991, and wave 2 contains employment and health characteristics for 1994 but income and wealth information for 1993.
6.
It is important to note that for this paper eligibility is gauged solely by age. As will be seen, some people with health limitations are observed to not elect Social Security benefits at age 62. One reason may be that they are in fact ineligible. For this reason and others mentioned elsewhere in the paper, all of the conclusions presented here should be seen as preliminary in nature. When matched data from Social Security records become available, we will further refine our sample to exclude those who are not in the population of potential recipients at age 62.
7.
While Social Security retirement or spouse benefits cannot be received prior to age 62, it is possible to receive Social Security disability benefits or widow benefits at younger ages.
Since those receiving such benefits will not be directly affected by an increase in the early retirement age for Social Security, we exclude those persons receiving such benefits from our analysis. If an individual age 62 receives a joint benefit with their spouse who is also age 62, each of them is counted as a beneficiary, and each is considered independently in the data. If a respondent reported receiving pension income and does not report the amount, we omit them from our analysis. The removal of these respondents (35 total) does not effect the
Endnotes
-10-reported results. A brief discussion of our sample and how each variable was constructed can be found in Appendix Table 1 . A detailed data appendix that provides a more complete discussion of the sample is available by the authors upon request.
8.
One reason why our percentage employed is greater than the CPS labor force participation rate is that we exclude from the sample all men who receive Social Security disability benefits at age 61. Presumably none of these men would be employed and their inclusion would lower the employment rate of the entire sample of men age 61 in the HRS.
9.
Household net worth in this paper is defined as the sum of the net value of real estate, transportation, businesses, checking and savings accounts, certificates of deposit, IRA and Keogh accounts, stocks and mutual funds, bonds, and a miscellaneous category for assets and debts not covered in the previous groups. The asset values of pensions (employer and Social Security) are not included in this measure of net worth. For a brief discussion of our calculation of net worth, see Appendix Table 1 .
10.
One reason for the difference in household pension income is that only 58 percent of female postponers were married in 1994 compared to 72 percent of takers. 
